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Sourcing Reform Competency and Effective Collaboration: A Resource Based View 
 
Abstract: Firms in the Asia Pacific region are rapidly globalizing their sourcing processes and 
effective collaboration with suppliers across borders is necessary for superior sourcing 
performance. Recent work in Resource Based View calls for business process level research 
into the resource-performance link and for survey research into global sourcing. We report on a 
survey research study with managers in the region, and develop measures that link practices to 
the goals of De-Constraining, Re-Branding and Re-Optimizing. We develop a model and test 
hypotheses based on predictions of RBV. We find that a latent sourcing resource Reform 
Competency is positively associated with these goals and a sourcing performance measure, 
Effective Collaboration. We discuss the contributions and highlight the managerial implications 
of our results for managers in relating specific goal structures to superior sourcing practice.   
 
Keywords: Sourcing Practices; Resource Based View;  Asia Pacific Region; Structural 
Equations Models.  
 
1. Introduction 
Better sourcing practices contribute to a firm’s set of intangible resources and could 
significantly impact procurement performance, and eventually overall business performance. 
Both buyers and sellers would find knowledge of sourcing practices important to marketing 
strategy. Within buying centers, a clear definition of purchasing goals allows better practices to 
take hold. In selling organizations, knowledge of a firm’s sourcing goals and practices allows 
superior positioning and targeting for relationship selling. This paper investigates how sourcing 
practices can influence strategic goals from both theoretical and empirical approaches.  
What practices are linked to specific sourcing goals? How do they affect sourcing 
performance? Answers to these questions make contributions to theoretical research in sourcing 
strategy. Previous research has examined a broader question of the link between firm resources 
in general and firm level performance within the Resource Based View (Wernerfelt 1984; 
Barney 1991). Crook, Ketchen, Combs and Todd (2008) in a meta-analysis examine the link 
between a variety of strategic resources and performance. They find among other things that 
human and intangible resources, such as reflected in managerial goal commitments and ensuing 
practices, have a greater effect than tangible resources on firm performance. Luo, Sivakumar 
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and Liu (2005) build on previous work that examines the links between marketing resources, 
in particular Market Orientation, Entrepreneurship Orientation and Innovative Capability, and 
Firm Performance. They demonstrate that global product sourcing is a moderator of the strength 
of linkage. However, the functional level question of how sourcing practices can affect sourcing 
performance per se remains largely unaddressed. In recent work, Ray, Barney and Muhanna 
(2004) redirect research to the larger question of functional level performance measures, and 
more recently Hult, Ketchen and Arrfelt (2007) propose one such sourcing measure within the 
resource based view. Crook et al (2008) also find that strategic resources-performance 
relationships are stronger when researchers use performance measures unaffected by potential 
appropriation, and therefore such measures may actually be closer to valid tests of RBV 
predictions. Our focus here on sourcing practices, goals and performance furthers this direction 
of research.  
As companies globalize, perceptions of managers regarding change in functional practices in 
different regions of the world are of great interest. Nath, Nachiappan and Ramanathan (2009) 
point out the dearth in perceptual survey research in the domain, and Quintens, Pauwels and 
Matthyssens (2006) call for non-western locations for further survey research, notwithstanding 
the pioneering survey research of Luo et al (2005) in China mentioned above. Our survey 
research studies managerial perceptions of global sourcing by South East Asia based 
companies. Cross border sourcing in the South East Asian region is under reported in the 
literature even while regional markets are rapidly globalizing.  
Our research study, therefore, develops a theoretical model based in RBV and tests the 
hypotheses we derive linking practices, goals, resources and performance. We identify several 
managerial practices from an extensive review of the economics and business literatures on 
sourcing in order to develop our model. Organization Economics (OE) approaches, such as 
principal-agent models and incentive mechanisms, are complements to RBV in identifying 
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business process practices (see Combs and Ketchen 1999). We then describe a survey research 
study aimed at linking practices to specific sourcing goals. The specific goals we find 
theoretical and empirical support for are De-Constraining, Re-Branding, and Re-Optimizing. 
These goals are more than short term initiatives, and are driven by an intangible managerial 
capability we term the “Reform Competency” sourcing resource. This resource also has an 
impact on sourcing performance, as captured by “Effective Collaboration” in sourcing. We 
report on scales to measure practice driven goals, resource and performance constructs. Overall, 
our results shed light on practices and support the resource based view that sourcing resources 
do have significant effects on performance at the functional business process level of sourcing.   
The next section briefly reviews related conceptual and empirical work on sourcing practices 
as intangible resources in the resource based view of the firm. Following sections develop the 
theoretical model and hypotheses; describe the methods for survey research and develop the 
measures; presents our model estimation and results; and discuss the implications of our 
findings, their limitations and future research directions. The paper concludes with a summary 
of the main contributions.  
2. Literature Review: Sourcing and the Resource Based View 
There is a strong foundation for model development and testing in sourcing within RBV, as 
we outline next. Ketchen and Giunipero (2004) view supply chains as adhocracies that agree to 
dedicate themselves to common goals. They engage in purchasing and supply practices, within 
sourcing processes, aimed at achieving these goals. Goals themselves may differ in whether 
they are performance goals or resource competency goals. As sourcing processes gain in 
strategic importance, these practices should be re-examined for their strategic content. A major 
paradigm in strategy research is that of the resource based view (RBV: Wernerfelt 1984; Barney 
1991) of the firm. From a strategy perspective, Resource Based Theory (RBT) postulates the 
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most basic conflict in market economies is in the competition between processes for resources. 
Barney (1991), in his influential paper on the resource based view of strategy, includes as 
resources all organizational processes that “enable the firm to conceive of and implement 
strategies that improve its efficiency and effectiveness.”(p.101).  
In recent years, strategic management research has broadened and deepened the scope of the 
resource based view (RBV) of the firm. Recent research studies (for instance, Hae-Jae Cho and 
Pucik 2005) address firm performance improvements from resource advantages derived from 
organizational processes. Crook et al (2008) conduct a comprehensive meta-analysis of RBV 
research to examine the links between strategic resources and performance. Among their several 
findings, they highlight the importance of carefully defining and validating measures of 
strategic resource such that only those meeting specific RBV criteria can be considered 
strategic. They find that human and intangible resources, such as reflected in managerial goal 
commitments, are more effective than tangible resources on firm performance (p.1149). In 
addition, they suggest further research in RBV use performance measures that are unaffected by 
potential appropriation. Effective performance in a dimension of sourcing would be one such 
measure.  
Previous research has shown that marketing resources derive from superior marketing 
practices, and influence firm performance. Luo et al (2005) review and build upon a stream of 
research that links market orientation, entrepreneurship orientation and innovative capability to 
firm level performance measures, namely marketing program dynamism and sales growth. 
Their research demonstrates that globalization activities identified by global product sourcing, 
global market seeking, and global partnerships moderates strength of the linkage between these 
marketing resources and organizational performance measures.   
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Do purchasing practices reflect in goals that RBV would call strategic? Are they rare, 
valuable and difficult to duplicate by other firms? Sourcing processes are one such organization 
resource that has not received much attention (Ketchen and Giunipero 2004 point out the 
potential for future research). While RBV includes both organizational level and operational 
level performance measures, most research to date addresses performance at the organizational 
or business level. Ray et al (2004) recognizes that business process “include the process of 
acquiring supplies and other raw materials” (p. 24). They call for further research at the 
functional level of performance, as these performance measures are not affected by accounting 
practices of appropriability.  
There is evidence that firms that implement global purchasing reveal better operational level 
performance. Quintens, Pauwels and Matthyssens (2006) conceptualize global purchasing 
strategy (GPS) on four dimensions and demonstrate its favorable effect on purchasing 
performance, a validation of RBV at the level of operational rather than organizational 
performance (they call for further validation from non-Western European firms which is one of 
the contributions of this paper). A notable recent study in this direction is Hult, Ketchen and 
Arrfelt (2007) that examines a culture of competitiveness and knowledge development in supply 
chains, both latent resources, from RBT perspectives. They test RBV predictions using an 
original performance construct of “order fulfillment cycle time," at the functional level of 
procurement and find that supply chains with a higher degree of dedication to a culture of 
competitiveness outperform their competitors on this performance construct.  
With a similar research objective within the RBT perspective, we argue that other latent 
sourcing resources arise from practice driven goals, and develop new scales that link goal 
commitment to other practice driven sourcing performance measures.  Therefore, among its 
contributions this paper advances suggestions made by Ray et al (2004) and Crook et al (2008) 
and to purposively design scales at the functional level for performance measures that are not 
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affected by appropriability. We keep in mind Combs and Ketchen (1999) recommendation that 
when a scale may be driven by RBV perspectives, it may be more robust if Organizational 
Economics (OE) perspectives are incorporated. Nath et al (2009) demonstrate that functional 
processes in marketing and operations can be transformed to yield superior financial 
performance. They call for future survey research to reveal how managers perceive RBV 
constructs and how managers assimilate them into business processes, which we address here 
by perceptions of practice driven goals.  
Murray, Kotabe and Wildt (1995) include the buying components parts and finished products 
worldwide in their definition of global sourcing. They hypothesize that effective use of global 
sourcing should improve the firm’s market performance. They draw attention to the 
contingency relationship between global sourcing strategy and market performance, rather than 
a deterministic relationship. Their study found that while financial performance effects were 
significant, direct effects on market performance and strategic performance could not be 
claimed. Sourcing from multiple global sources allows firms to build greater expertise on 
international business practices, knowledge of which is of major importance to success in 
sourcing (Beckmann, Lindemann and Straube 2009). 
These cited studies taken together provide the foundations for a vigorous research program 
for sourcing practices as intangible resources within the RBV perspective, and a rationale for 
developing models with appropriate latent resources and performance measures in sourcing. 
The next section reviews literature on sourcing practices, develops our model and derives our 
research hypotheses. 
3. Theoretical Model and Hypotheses 
In this section we define and support how practices form four primary unidimensional goal 
constructs: Effective Collaboration, De-Constraining, Re-Branding, and Re-Optimizing. We 
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then hypothesize a model where a latent sourcing resource, Reform Competency, drives the 
last three goals, and delivers superior performance measured by Effective Collaboration.  
Effective Collaboration 
Effective Collaboration captures a dimension of business process sourcing performance. The 
measure is homogenous, has a single dimension, and is related to the buyer’s goal of capturing 
additional value, namely value creation of an incremental nature, for a downstream customer 
through effective collaboration with suppliers accompanying changes in sourcing. This is one 
candidate measure of superior performance at the sourcing business process or functional level. 
The practices that underlie this construct are sourcing outcomes with suppliers rather than 
competencies. We use three indicator items - speed of supplier response to changed customer 
requirements; supplier participation in obsolescence planning; and supplier involvement in 
specification development. 
Value is created when suppliers respond more quickly to changes in the business 
environment. Previous work has revealed that manufacturing time is a quarter of total lead time 
in made-to-order goods, and supplier lead time is crucial (Zhaohui 2001). Often innovation in 
modular design serves to improve response time to design changes. The sourcing function is 
more highly valued as suppliers respond more rapidly to changes in requirements. 
Compression of technological cycles, to sometimes as low as six months or less, offers scope 
for continual product improvements. The sourcing function improves its performance by 
phasing out older products from suppliers, and replacing them with improved versions. 
Participation by suppliers in product enhancements and obsolescence planning makes the 
process more effective. Changing regulation and customer expectations provide the necessary 
pressure for raising the bar on specifications. In the life cycle of the offering, as products 
mature, value shifts to modular component suppliers – where innovation is more likely taking 
place (Fine, Vardan, Pethick, and el-Hout 2002). Careful planning by equipment and component 
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suppliers is necessary for financial lock step with other complementary modules in the 
sourcing cycle.  
Decision making on what aspects of design and engineering should be outsourced involves 
the sourcing function. Takeishi (2001) studies the automaker's integrated internal processes with 
suppliers is related to effective coordination “between engineering and purchasing functions 
[emphasis in original], implying that effective external coordination needs effective internal 
coordination.” The outsourced components require active participation of suppliers in 
specification development. The role of early supplier involvement (ESI) is well known. Due to 
long lead times in excess of a year being the norm on engineered-to-order procurement, value 
gains to the firm’s product from outsourcing engineering are often difficult to trace. However, 
growth in outsourcing  - as much as 150 % according to one study (Dekkers 2002) – is an 
indication of the value suppliers can bring to the specification development process.  
Clearly, it is strategically important for suppliers to be closely involved with any 
specification development or modification in the buyer’s RFQ. This is obvious for modified 
rebuys, or new buys. But even straight rebuys from incumbent suppliers offer potential for re-
specification. Sourcing managers are interested in quality enhancing and process cost reducing 
improvements in re-specification of procured items. External learning is strategically important 
to the firm, and is mainly driven by sourcing. Especially important is “supplier input into new 
product or process design and supplier involvement in quality and in continuous improvement 
practices and routines (Schroeder, Bates and Juntilla 2002).” 
Rapid response, participation in planned obsolescence and supplier involvement in 
specification development constitute Effective Collaboration at the functional level of sourcing. 
This performance would improve with sourcing Reform Competency as a latent, 
multidimensional resource driving the other sourcing goals (we discuss this below). Following 
the definition from Ray et al (2004), we view sourcing resources as intangible assets which are 
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inherently heterogeneous that firms use to develop and implement their sourcing strategies. 
Hence,  
Hypothesis 1: Effective Collaboration has a positive association with Reform Competency. 
To qualify as a strategic resource an organizational process competency must be difficult to 
substitute, scarce and not easy to develop in the short run. Therefore, we need to link resources 
to sourcing goals that are distinct, and under infrequent conditions combine with each other to 
represent a heterogeneous sourcing resource. The next three goals, De-Constraining, Re-
Branding, and Re-Optimizing, are also goal commitments as reflected in sourcing practices, but 
form multi-dimensional exogenous indicators of an underlying sourcing resource, Reform 
Competency. We next identify the dimensions of sourcing practices for these goals, and 
hypothesize their relationship to Reform Competency.   
De-Constraining: The De-Constraining goal construct captures the firm’s ability to tackle 
capacity constraints. Its key dimensions are expanding the firm’s physical supply base by 
qualification of suppliers; and progress payments to suppliers to help smaller suppliers manage 
their financial capacity.   
Qualifying more suppliers will improve the capacity in the supply base potentially available 
to the firm. Inventory management can be improved with additional sources, where more than 
one supplier is used for equivalent purchased products. Some intuition into this practice is that 
better quality increases product cost, and a substitute lower net cost (even if lower quality) 
product is desirable as buffer in volatile markets. The lower quality stock is surplus inventory, 
but sometimes used to meet peaking demand. If additional suppliers are used, inspection or 
rework could be applied only to main bulk sourced items, thus obtaining economies by 
foregoing inspection or rework on the additional lots (Chen, Yao and Zheng 2001).  
Earlier work has noted advantages from tackling capacity constraints by allowing smaller 
suppliers to participate in sourcing (Yildirim 2003), and it might often be the buyer’s policy to 
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support additional small sellers. Liquidity for smaller suppliers and facilities funding are 
frequent constraints. Many governments, for instance, procure from small businesses and must 
frequently provide work-in-progress payments to finance supply. 
Resource constraints have historically been circumvented with work-in-progress payments 
by large buyers, such as government and institutions. The US Department of Defense has long 
had policies on work-in-progress payments that reduce the contractor’s dependence on debt 
financing (The Defense Financial and Investment Review, DFAIR 1985; IV-6). Such financial 
arrangements serve to provide incentives to suppliers, making the firm’s business more 
attractive. This adds financial capacity to the expanded physical capacity in the supply base that 
comes from qualifying more suppliers. Overall, De-Constraining can potentially be achieved 
through qualifying more suppliers and assisting them with progress payments. 
The association between De-Constraining and Reform Competency are captured in the 
following hypotheses.  
Hypothesis 2: De-Constraining has a positive association with Reform Competency. 
Re-Branding: Re-Branding is the firm’s ability to enhancing its brand objectives by 
encouraging suppliers to showcase their competencies. Representative dimensions of supplier 
competencies that gain visibility and enhance brand image are eco-sustainability advantages; 
and supplier quality certification awards.    
There is growing concern about sustainability in global business practices, and product life 
cycle assessments from depleted resources and carbon emissions. “Green procurement” policies 
provide incentives to suppliers to adopt ecologically sound practices, and all members of the 
supply loop benefit. Environmental stewardship is documented in previous work on sourcing as 
particularly relevant to the firm’s brand image, as the entire value chain for the product is 
assessed in carbon footprinting (Rothenberg 2007).   
  
12 
Kroll, Wright and Heiens (1999) find support for relative product quality and a broad 
range of competitive business performance measures. Their performance measures include pre-
appropriable measures (see Ray et al 2004) such as market share, as well as other measures such 
as variance and absolute value of return. Specific company wide programs, such as Six Sigma 
or the Capability Competency Model, are oriented toward infusing all firm functions with a 
quality assurance concept. Suppliers must provide assurances though certification. As sourcing 
markets globalize, the number of firms competing in any program multiply. Buyers are often 
procuring novel products and services and have little experiential base to accurately 
discriminate supplier quality. Global quality certification standards vary greatly due to their 
international origins. There is buyer pressure to develop a comprehensive governance structure 
both for cross certification comparisons, as well as cross-functional comprehensive quality 
certification. In sum, Re-Branding is indicated by encouraging suppliers to adopt green policies 
in sourcing, and to participate in certification processes. Hence,  
Hypothesis 3: Re-Branding has a positive association with Reform Competency.  
Re-Optimizing: Re-Optimizing captures the firm’s ability to use learning in the supply chain so 
as to better align supplier self-interest and endowments with the value creation objectives of the 
firm. This re-optimization may be achieved through appropriate adjustments of agency 
incentives and productive resources available in the supply chain. Practices that support re-
optimization are renegotiations; and horizontal or vertical resource sharing. 
The need to provide right incentives through contracting to suppliers for innovation is well-
recognized in the Organizational Economics literature. There appears to be strong information 
acquisition based reasons to recommend multiple sourcing with short-term contracts as a 
governance mode (Ramsay and Wilson 1990). Renegotiation of contracts becomes necessary as 
learning in the sourcing process leads to design changes. Gulati, Lawrence and Puranam (2005) 
study governance of adaptation in sourcing and find performance differences across modes of 
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procurement. Poppo and Zenger (2002) find support for the proposition that modes, such as 
formal contracting and relational governance, are complementary and can support each other. 
One survey showed contractual safeguards with single sourcing appear to be inadequate, and 
long-term relations as well as short-term ones with suppliers are governed by short-term 
contracts (Park, Reddy, Sarkar 2000). The use of short term contracts leads to frequent 
renegotiation. 
One way to share resources is to subsidize an initially higher cost supplier with more than its 
due share of business in order that it benefit from learning curve effects. Managers factor in the 
learning curve for suppliers in their cost reduction strategies (Dobler, Burt and Lee 1990). 
Sourcing mangers are concerned about maintaining an expectation of cost competitiveness in 
their supply base, and often resource sharing with suppliers to speed them on the learning curve 
may be necessary.  Initial parallel sourcing may provide incentives for sellers to invest in 
quality improvements while learning in a sequential fashion. The buyer parallel sources for a 
predetermined number of time periods and then awards the entire supply contract to the best 
single source. This hybrid sourcing form may be better than awarding the entire contract to a 
single source at the start. Deng and Elmaghraby (2002) derive optimal terms for parallel 
sourcing to lead into sole sourcing, and describe industry applications and examples of such 
hybrid sourcing. Under such arrangements, buyers may provide incentives for horizontal 
resource sharing between suppliers in order to reduce costs. A rationale for equal production 
splits in multi-sourcing with learning specificity is that sourcing unequal volumes from different 
suppliers not bestow unequal advantages to suppliers. If the buyer uses an unequal production 
split, the supplier with the larger production award would likely have lower marginal costs at 
the time of re-negotiation. This expectation of unequal marginal costs would then lead to non-
competitive behavior by the disadvantaged bidder (Lee 2000). Overall, renegotiations and 
resource sharing are indicators of Re-Optimizing. Hence,  
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Hypothesis 4: Re-Optimizing has a positive association with Reform Competency.  
Hypotheses 2, 3 and 4 relate goal commitments as multiple exogenous indicators to our 
latent sourcing resource.  
These hypotheses together provide a framework for linking Reform Competency with 
underlying managerial practices and situational factors. De-Constraining the supply base offers 
the opportunity to Re-Optimize, and communicate the improvement through Re-Branding. The 
framework further allows us to gauge the impact sourcing efficiency has on Effective 
Collaboration. Figure 1 summarizes the model and our hypotheses. The next sections describe 
the survey methods and develop the empirical sections of the paper. 
“Take in Figure 1” 
 
4. Method 
An online survey instrument was developed, and posted on the university web site. All 
communications were in English. The URL link was included in an email message to 
prospective respondents. All responses were secured by the web hosting university service and 
were exported into a spreadsheet. The Welcome page described the survey and had an item on 
how much the economic downturn was shrinking procurement spend.  There were four sections 
to the survey. Section 1 was titles Global or Local Sourcing and dealt with globalization of the 
firm’s sourcing function. Section 2, Sourcing Goals, dealt with the relative importance ratings 
given to various sourcing goals. Respondents were instructed to focus here on procurement and 
sourcing for their most important product-market. Section 3 was titled Procurement 
Characteristics. Respondents were instructed to consider possible practices in routine 
procurement processes, and offer their opinion on Likert scales that captured use of the practice 
in their procurement. Section 4 was titled Demographics, and contained items for the purpose of 
classification. The responses were in terms of “lower” and “upper” in case the respondent 
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preferred to provide their answer as a range. A summary of the findings was offered as an 
optional incentive if the respondent provided their contact details. 
Data collection was done from July 2008 to November 2009. Purchasing Managers’ 
names and phone numbers were generated from the OneSource online database for countries in 
South East Asia. These managers were based in Singapore, Malaysia, Indonesia, Thailand, 
Hong Kong, and Philippines. Purchasing executives at managerial levels and above were 
selected for all firms in the country databases. The survey was conducted in a staggered fashion 
for each country. A phone call was made to managers at random from the list and an initial 
screening was done based on language proficiency. A request was then made for their 
cooperation with the study and their email address. The sample frame was therefore Purchasing 
Managers from these countries who comprehended the purpose of the survey, agreed to 
consider participation, and provided their email addresses. A total of 265 such potential 
participants were identified as the sample. A follow up email was sent to each describing the 
survey objectives, the online survey link, and with the request they visit the online survey site. 
Respondents were assured in the phone call, the email invitation letter and at the welcome page 
of the online survey that their responses would be kept anonymous and analyzed only in the 
aggregate. A second round of phone calls was made several weeks later to follow up. A little 
below 40 percent (or 104 contacts) asked on this follow up call for a re-send of the email with 
the online survey link. 
Responses to the first page item on how the downturn was affecting procurement spend 
indicated 133 respondents visited the site and began the survey, an item response rate of 50.12 
percent. Not all who visited the site proceeded with the survey as there was considerable 
command over the language and effort needed to respond to later sections. Section 1 contained 
items on situational aspects of global sourcing, which could be responded to as a range between 
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a minimum and maximum. Section 2 contained an item on the relative importance of 
sourcing goals; and Section 3 contained several likert scales on sourcing practices. Completion 
of this section represented completion of the survey. The final section contained items of a 
descriptive nature for classification purposes. There were 51 usable responses for section 3, 
which was the crucial section for our hypotheses. This indicated an overall completion rate of 
19.25 percent, and of 38.35 percent from those who visited the site.  
In order to assess response bias, we compared responses to Section 1 for those who 
proceeded with the survey and those who dropped out. Assuming that those who did not visit 
the site and those who dropped the survey after Section 1 are similar, we may assess the degree 
of non-response bias (see Armstrong and Overton 1977 for similar reasoning regarding mail 
surveys. As responses to the email invitations to the web survey were instantaneous, a metric on 
response delay is unavailable). The results of independent samples t-test for non response bias 
for procurement spend shrinkage, number of supplier locations and global proportion of spend 
are significant only for the shrinkage in spend item. All other means are not significantly 
different. We therefore conclude that apart from a bias to firms less likely to be affected by the 
economic downturn, there is no evidence of non-response bias.   
Table 1 contains a summary description of the sample based on Sections 1, 2 and 4. The 
sample of 51 firms with complete responses represented about US$ 28 billion in total revenues; 
employing about 94,000 persons; sourcing from about 1,400 supply locations; with a 
procurement spend of about US$ 13 billion. 
“Take in Table 1” 
4.1 Measures 
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Tables 2 and 3 summarize scale construction diagnostics. We operationalized our 
measurement scales using a process as follows. (1) We developed items related to practices in 
sourcing that related to sourcing goal and performance constructs. All items could be responded 
to on five point continuous rating Likert scales. The items were tested for clarity in a limited 
mail survey in Singapore, and were grouped into pages of the online survey. In all we generated 
5 or 6 items per construct for the survey data. (2) On conclusion of the online survey, we 
conducted an initial exploratory factor analysis with a four factor solution on the dataset. The 
items that did not clearly load on a single factor were eliminated. This step resulted in 3 to 4 
items per construct.(3) Confirmatory Factor Analysis (CFA) was conducted on the remaining 
items with the four latent factors. CFA fit diagnostics were used to further eliminate items that 
did not contribute to convergent validity and scale reliability. All retained items had 
standardized factor loadings from the CFA of more than 0.40 (as recommended by Hulland 
1999). Chronbach alpha levels were all acceptable, and above the 0.60 level recommended as a 
threshold for new scales in strategy research (Ray et al 2004; in addition, Peter 1979 
recommends values of 0.5 and above for fewer than four item scales to be acceptable). See 
Table 2 for the convergent validity and scale reliability statistics and Table 4 for the item 
correlations. (4) Items that passed the previous step were subjected to a discriminant validity 
test for the four constructs, as recommended by Fornell and Larker (1981). This step resulted in 
elimination of one item from each of the sourcing resource scales, resulting in a two item scale 
for De-Constraining, Re-Branding and Re-Optimizing; and a three items scale for Effective 
Collaboration. The average variance extracted AVE was over 0.5 for all but one scale. The Re-
Optimizing scale with an AVE of 0.48 was retained however, as conceptual support was strong. 
See Table 3a for the discriminant validity statistics. The square of CFA pair wise (phi) 
correlations between constructs were all lower than the average variance extracted (AVE, in the 
diagonal cells) which supports discriminant validity. (5) Validity was further supported with 
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subsequent model analyses (i) CFA for the measurement model showed correlations as 
expected between the latent constructs, and fit diagnostics were acceptable (Table 2); and (ii) a 
SEM estimation of the model discussed in the next section supports all hypotheses.  
The final measurement scales for Effective Collaboration, De-Constraining, Re-
Branding and Re-Optimizing were obtained as averages for the corresponding scale items.  
“Take in Table 2” 
“Take in Table 3” 
“Take in Table 4” 
 
 
5. Results 
We find evidence that Reform Competency qualifies as a resource on the criteria of the 
Resource Based View. Table 3b supports the conclusion that the three goals that contribute to 
Reform Competency are scarce (the average is above 3.0 on the 5 point scale, where a higher 
score is weaker practice associated with the goal). They are difficult to imitate or develop in the 
short run and they are not easy to substitute.  Table 3b indicates their correlations are not very 
high and therefore it is uncommon to find high Reform Competency as it is a combination of 
these dimensions. The average for the sum of De-Constraining, Re-Branding and Re-
Optimizing is an indicator of scarcity of the Reform Competency resource across our sample. 
On a scale from 1 to 5, this average is 3.3, on the weakly observed practices side of the scale.  
A structural equations model was estimated on the data using LISREL 8.52 (Jöreskog 
and Sörbom 2002). See Table 4b for the relevant correlations. We find that all path coefficients 
are significant at the 0.05 level for one tailed tests and as hypothesized (see Table 5). All the 
usual goodness of fit indicators for our model are at acceptable levels (RMSEA = 0.00; NFI = 
0.95;  AGFI = 0.91; and χ2/df = 1.84/2;  Mueller 1996). 
“Take in Table 5” 
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Reform Competency as a resource has a significant and positive effect on Effective 
Collaboration. The completely standardized coefficient is 0.80. Hypothesis H1 is supported at 
better than the 0.05 level. Reform Competency explains 63 percent of the variation in Effective 
Collaboration.  
The latent construct Reform Competency drives three goals of sourcing. The highest 
effect is of Re-Optimizing (standardized coefficient of 0.62). A close second is Re-Branding 
(coefficient of 0.53). The third effect is of De-Constraining (coefficient of 0.39). Reform 
Competency therefore underlies the practices that comprise all three sourcing goal 
competencies. The squared multiple correlations indicate it explains 38, 28 and 15 percent 
respectively of the variation in these goals (Figure 2 summarize the effect sizes, significance 
and the predictive value of the model). We next turn to a detailed discussion of these results. 
“Take in Figure 2” 
6. Discussion 
Improved Reform Competency is positively and significantly associated with goals 
which orient the firms towards De-Constraining its supply capacity, Re-Branding of suppliers, 
and Re-Optimizing supply. Reform Competency is also positively and significantly associated 
with sourcing Effective Collaboration. These results provide support to the Resource Based 
View of the firm, specifically to the proposition that a set of sourcing goals viewed as a resource 
improves operational level performance of the sourcing function. In this sense, sourcing is 
strategic, based on the recognition that “… prior activities, routines, and business practices can 
become part of the path-dependent processes through which a firm develops is resources and 
capabilities, which in turn condition its ability to implement future activities, routines and 
business practices (Ray et al 2004; p. 36).  
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Intangible managerial resources of goal commitments and ensuing emphases on 
practices have been studied by Crook et al (2008). Reform Competency is a managerial resource 
and in our model it is inferred as a latent variable from multiple sourcing goals. In other words, 
specific multidimensional practices associated with goals are impacted positively and 
significantly with this resource. Suppliers may expect these practices to be encountered more 
often with buyers who excel in Reform Competency. Buyers can be expected to qualify more 
suppliers, and provide them with progress payments (goal of De-Constraining); encourage 
suppliers to adopt ecologically sound practices, and participate in quality certification and 
awards competitions (Re-Branding); and renegotiate frequently and receive shared resources for 
cost reduction (Re-Optimizing). The efficacy resource mediates the degree to which these goals 
and associated practices are observed, and a large portion of the variation observed in these 
goals is due to the Reform Competency of the buyer (R2 =15%, 28% and 38% respectively).  
Effective Collaboration entails collaborative support provided to the firm from practices 
adopted in the sourcing function. In this sense it is a functional level performance measure not 
affected by the accounting practices of appropriability (Ray et al 2004). A high (p=0.80) and 
significant (t=4.78) path coefficient between resource and performance in sourcing, and a high 
explained variation (63%) supports the claim that the strategic resources-performance 
relationship is strong when performance measures are unaffected by potential appropriation 
(Crook et al 2008). Practices that we find constitute a uni-dimensional Effective Collaboration 
goal are suppliers’ rapid response to changing requirements; supplier understanding of 
technology cycles and planned obsolescence; and supplier involvement in specification 
development. All these practices provide sustained sourcing performance in the long term, and 
hence are Effective Collaboration. As Effective Collaboration is an outcome measure, and is 
uni-dimensional, our model does not treat is as a latent variable. It is completely mediated by 
Reform Competency which explains close to two-thirds its total variation (R2 =63%). 
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Managerial concerns: Practices based strategic recommendations are arguably 
superior to initiatives based recommendations in the long run. In a recent article, a director of 
the supply chain practice of Deloitte Consulting in Southeast Asia points out that while 
initiatives such as e-procurement, B2B exchanges, and reverse auctions have followed each 
other, sustainable savings to bottom line impacts on COGS or SG&A have been elusive. 
Instead, the article recommends sourcing management in recessionary times should take a long 
term approach for sustainable savings. To quote:  
“Spend management is not structured around initiatives but rather around on-going 
management processes for spend categories for which objectives, stakeholders, roles, 
responsibilities, and new processes are developed (Rawlings 2009; italics in the original). 
The article stresses the importance of identifying performance goals and monitoring them to 
guide the organization. Our operationalization of sourcing resources and performance driven by 
goals and practices serves this purpose.   
Limitations and Future Research: The research has some important limitations. The sample 
size was smaller than expected. Mueller (1996; p. 26) indicates that the ratio of sample size to 
number of estimated parameters in a model should be 5:1 as a minimal requirement. While this 
ratio was more than doubled in our hypotheses tests, additional sample size and higher ratios is 
preferable, and would have allowed a more elaborate model with moderation effects to be 
tested. Further research on how sourcing practices can link with sourcing goals is necessary to 
develop more robust measurement scales. Clearly, the measures and model will benefit from 
larger datasets that allow scale validity and reliability checks across geographies and business 
cultures. Finally, as the study assured anonymity and employed the survey approach, it was not 
possible to link extensive financial information for classification. It was not possible therefore 
to use standard organizational performance measures for the resource-performance link and test 
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the mediating and moderating effects of sourcing performance on business performance. We 
conclude with the key insights from the research.  
7. Conclusion 
Purchasing practices are well known to direct effort at better management of material 
flows and inventory; at quality improvement; at improving supplier relations; at lowering total 
cost of ownership including reducing administrative cost; and at improved competitive 
advantages Texts in Business Marketing (for example, Hutt and Speh 2008, p. 36) discuss 
purchasing practices from an operational perspective. However, many questions of a strategic 
nature are unanswered: Is there a specific goal driven structure to sourcing practices? How 
strategic are sourcing goals as resources affecting functional level performance? With these 
motivating questions, the research develops measures that operationalize goals and practices. 
De-Constraining, Re-Branding and Re-Optimizing are goals that are associated with specific 
practices, and are exogenous indicators of a latent sourcing resource, Reform Competency. 
Resource multi-dimensionality and the impact of the sourcing resource on sourcing 
performance are hypothesized as path effects in a Structural Equations Model and tested with 
empirical survey research with purchasing managers based in South East Asia. We find that 
Reform Competency is positively associated with Effective Collaboration.  Overall, the results 
support predictions of the Resource Based View of the firm.  
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Table 1: Descriptive Statistics of Sample 
  Annual 
Revenues 
(US$ m) 
Number 
of 
Employe
es 
Firm 
Age 
Manager’s 
Years in 
Role 
Annual 
Sales 
Growth 
Percent  
Market 
Share for 
Leading 
Product 
Percent 
Procurement 
Spend 
Shrinkage in 
Last Year 
Percent  
Number 
of Supply 
Locations 
Proportion 
of Spend 
on Global 
Sources 
Percent  
Mean 563 1,845 38.2 8.16 11.26 27.76 27.19 27 47.66 
Median 66 300 34.0 5.50 9.50 23.00 22.50 8 50.00 
Minimum 1 14 5.5 1.00 1.00 2.50 1.00 1 2.00 
Maximum 7,000 37,500 100.5 24.00 37.50 65.00 85.00 502 100.00 
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Figure 1: Sourcing Performance Model and Hypotheses 
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Table 2: Measurement Model Statistics Convergent validity is reported in the table for the 
four scales. 
Strongly agree = 1:--:--:--:--:--:Strongly disagree =5 St. 
Loadi
ng 
t-
value 
AVE Chronbach’s 
alpha 
Effective Collaboration     
Our suppliers respond rapidly to changes in our requirements  
[RapdResp] 
.51 3.64 .57 .78 
Our suppliers understand the technology cycles and planned 
obsolescence routine for our product-market  [ProdCycSup] 
.82 6.48   
Suppliers are deeply involved in our specification development 
[SpecDevSup] 
.89 7.17   
 De-Constraining     
We like to qualify as many suppliers as possible [ManySuppQlfd] .59 3.32 .55 .67 
We provide our suppliers with Progress Payments [ProgPymt] .87 4.08   
Re-Branding     
We have “green procurement” policies in place to encourage suppliers to 
adopt ecologically sound practices [GrnPrcPol] 
.97 5.04 .65 .74 
We require suppliers to participate in certification and quality awards 
[SuppCertAwds] 
.60 3.69   
Re-Optimizing     
Renegotiation with our suppliers due to design changes is frequent 
[RenegFreq] 
.69 4.42 .48 .62 
We share resources with our suppliers in order to reduce their costs 
[ResShrng] 
.70 4.51   
 
Fit Statistics of Measurement Model: Degrees of Freedom = 21, Chi-Square = 31.19 (P = 0.071), 
RMSEA = 0.07, NFI = 0.85, NNFI = 0.90, GFI = 0.90, Standardized RMR = 0.10. 
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Table3a: Discriminant Validity of the Latent Goal Variables Diagonal values are AVE and off 
diagonals are the squared correlations from the CFA. 
 
Effective Collaboration   De-Constraining Re-Branding Re-Optimizing 
Effective Collaboration 0.57    
De-Constraining 0.18 0.55   
Re-Branding 0.26 0.04 0.65  
Re-Optimizing 0.42 0.23 0.19 0.48 
 
 
Table 3b: Descriptive statistics and Bivariate Correlations between Goal measures.  
 
Correlations 
  
Goal  Mean 
Std. 
Deviation 1 2 3 
1 De-Constraining  3.36 1.18 1    
2 Re-Branding 3.52 1.10 0.126 1   
3 Re-Optimizing 3.08 1.17 0.341 0.3 1 
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Table 4a: Correlation Matrix for Measurement Model     
 
 
Rapd
Resp 
ProdCyc
Sup 
SpecDev
Sup 
ManySup
pQlfd 
ProgPy
mt 
GrnPrc
Pol 
SuppCert
Awds 
Reneg
Freq 
ResShr
ng 
RapdResp 1         
ProdCycSup .519** 1        
SpecDevSup .375** .732** 1       
ManySuppQlfd -.019 .134 .335** 1      
ProgPymt .112 .203 .401** .518** 1     
GrnPrcPol .417** .335** .459** .142 .153 1    
SuppCertAwds .311* .243* .244* .068 .032 .587** 1   
RenegFreq .221 .412** .371** .008 .276* .363** .241* 1  
ResShrng .282* .322* .438** .340** .314* .235* .133 .484** 1 
 
Table4b:  Correlation Matrix for Model Estimation 
 
 Effective Collaboration De-Constraining Re-Branding Re-Optimizing 
Effective Collaboration 1    
De-Constraining .288
*
 1   
Re-Branding .451
**
 .126 1  
Re-Optimizing .479
**
 .341** .300* 1 
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Table 5: Hypothesis Tests in Figure 1 And Model Fit Statistics 
 
Hypothesized Path Standard
ized 
Estimate 
t-
statis
tic 
Conclusions 
H1: Reform Competency Effective 
Collaboration 
0.80 4.78 Supported 
H2: Reform Competency De-Constraining 0.39 2.43 Supported 
H3: Reform Competency Re-Branding 0.53 3.37 Supported 
H4: Reform Competency Re-Optimizing 0.62 3.88 Supported 
Goodness of Fit Statistics 
Degrees of Freedom = 2 
Minimum Fit Function Chi-Square = 1.84 (P = 0.397) 
Root Mean Square Error of Approximation (RMSEA) = 0.00 
Normed Fit Index (NFI) = 0.95 
Non-Normed Fit Index (NNFI) = 1.02 
Comparative Fit Index (CFI) = 1.0 
Standardized RMR = 0.058 
Goodness of Fit Index (GFI) = 0.98 
Adjusted Goodness of Fit Index (AGFI) = 0.91 
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Figure 2: Hypothesis Tests and Estimates. 
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